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Part 1—Chapter 2000
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FEDERAL TAX COLLECTIONS—OVERVIEW

This chapter

provides an overview of the Federal

tax

collections process for all financial institutions that process
Federal tax payments or participate in the Treasury Tax and
Loan (TT&L) Program and/or the Treasury Tax and Loan
Investment Program (TT&L IP).

Section 2010—Applicability

By accepting or originating Federa
tax payments, the financia ingtitution
is bound by IV TFM and applicable
Federal Reserve Bank (FRB) operating
circularsthat supplement regulations at
Title 31 of the Code of Federal Regula
tions, Part 203 (31 CFR Part 203). The
Treasury Financid Manual (TFM), and
its amendments, are available on the
Financial Management Service's
(FMS's) website: www.fms.treas.gov.

Section 2015—Authority

Title 31 CFR Part 203 governs:

 Financia institutions that pro-
cess Federal tax payments ei-
ther electronically through the
Electronic Federa Tax Pay-
ment System (EFTPS) or
through the paper-based Fed-
eral Tax Deposit (FTD)
system.

» Designation of TT&L deposi-
taries for maintaining and ad-
ministering TT&L accounts
and/or note balances.

« Collaterd security requirements.

Section 2020—Definitions

Acknowledgment Number—An ac-
knowledgment number is the unique
electronic funds transfer number as-
signed to track EFTPS transactions.
The Treasury Financial Agent (TFA)
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assigns an acknowledgment number
to each Automated Clearing House
(ACH) debit and credit. The FRB as-
signs an acknowledgment number to
all same-day applications (Fedwire
value transfer, Fedwire non-value
transaction and Fedline Taxpayer
Deposit transaction).

Advice of Credit (AOC)—De
positaries use Treasury Form 2284:
Advice of Credit, to summarize and
report FTD coupon depositstotheln-
ternal Revenue Service (IRS) and the
FRB. They may send AOC informa
tion by mail or deliver it electroni-
cally to the FRB viaFedline or voice
response.

Automated Clearing House (ACH)
Credit Entry—An ACH credit entry
isatransaction originated by afinan-
cial institution in accordance with ap-
plicable ACH association formats
and applicable laws, regulations and
procedural instructions. Thetaxpayer
instructs its financial institution to
initiate the transfer of fundsto makea
Federal tax payment from the tax-
payer’ s account to the Treasury Gen-
eral Account (TGA).

Automated Clearing House (ACH)
Debit Entry—An ACH debit entry is
a transaction originated by the TFA,
at the request of the taxpayer, in ac-
cordance with applicable ACH asso-
ciation formats and applicable laws,
regulations and procedural instruc-
tions. The taxpayer instructs the TFA
to initiate the transfer of funds to
make aFederal tax payment from the

taxpayer’s account at its financial in-
stitution to the TGA.

Bureau of the Public Debt
(BPD)—BPD is a bureau within the
Department of the Treasury (Trea
sury) with regulatory responsibility
to establish acceptable collateral and
to determine the valuation of the col-
lateral for the TT&L Program.

Business Day—A business day is
any day on which the district FRB is
open.

Cash Concentration or Disburse-
ment Automated Clearing House
(ACH) Format with the TXP (tax
payment) Addenda Record (CCD+
TXP)—This is an ACH format for
EFTPS credit entries.

Collateral—Collateral is a market-
able security or instrument that has
been determined by Treasury and ap-
proved by the FRB asacceptable. The
pledgor (depositary) gives collatera
to secure deposits or investment bal-
ances at risk to Treasury.

Depositary—A depositary isafinan-
cia ingtitution authorized to partici-
pateinthe TT&L Program. (See also
Treasury Tax and Loan Depositary.)

Direct Investment (DI)—A direct
investment places Treasury funds
with adepositary, resultingin acorre-
sponding increase in a depositary’s
note balance.

Election of Option Form—An ex-
isting depositary uses an Election of
Option Form to indicate a change in

July 1999



1-2000

the option under which it will admin-
ister itsTT& L account and/or partici-
pate in the TT&L IP. The FRB
supplies Election of Option Forms.

Electronic Federal Tax Payment
System (EFTPS)—EFTPS is that
system through which taxpayers re-
mit Federal tax deposits and pay-
ments electronically.

Federal FundsRate—Treasury uses
the Federal Funds Rate as the basis
for computing interest and penalty
charges. The Board of Governors of
the Federal Reserve System pub-
lishes the Federal Funds Rate weekly
asayield percent per annum.

Federal Reserve Account—This is
an account with reserve or clearing
balances held by a financial institu-
tion at an FRB.

Federal Reserve Bank Treasury
Tax and Loan Application Deposits
(FRB TT&L Application De-
posits)—Currently FRB TT&L ap-
plication depositsinclude Federal tax
deposits made through the paper-
based coupon system, and EFTPS de-
posits using ACH credits and debits,
Fedwire non-value, and the Fedline
Taxpayer Deposit Application. The
Federal Reserve's TT&L system
places FRB TT&L application de-
positsin adepositary’ snote balance.

Federal Reserve-Electronic Tax
Application (FR-ETA)—FR-ETA is
a subsystem of the EFTPS that re-
celves, processes and transmits
same-day Federal tax payment infor-
mation for taxpayersto the IRSviaa
Treasury Financial Agent. Financial
institutions and depositaries use
Fedwire value transfers, Fedwire
non-value transactions or the Fedline
Taxpayer Deposit Application as the
delivery mechanism to FR-ETA.

Federal Reserve-Electronic Tax
Application (FR-ETA) Reference
Number—The FR-ETA reference
number is a unique 15-digit elec-
tronic funds transfer number. The
FRB assigns a FR-ETA reference
number to track each FR-ETA trans-
action.
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Federal Tax Deposit (FTD)—AnN
FTD is a Federal tax deposit or pay-
ment made by taxpayers using an
FTD coupon.

Federal Tax Deposit Coupon (FTD
coupon)—Form 8109: Federal Tax
Deposit Coupon, accompanies a Fed-
eral tax deposit made through the
FTD system. The IRS supplies FTD
coupons to taxpayers.

Federal Tax Deposit (FTD) Sys
tem—Thisisthe paper-based system
through which taxpayers remit Fed-
eral tax deposits or payments by pre-
senting an FTD coupon and payment
to a depositary. The depositary pre-
pares an AOC summarizing the FTD
coupons.

Federal Taxes—Federal taxes are
those taxes or other payments speci-
fied by the Secretary of the Treasury
as digible for payment through the
FTD system or the EFTPS.

Fedline—Fedline is the computer-
based el ectronic delivery system that
provides financial institutions and
depositaries access to Federal Re-
serve System services and informa
tion.

Fedline Taxpayer Deposit Applica-
tion—Within Fedline, this applica-
tion supports the reporting of Federal
tax payments on the date of settlement.
These transactions settle  through
TT&L a theend of the day.

Fedline Taxpayer Deposit Transac-
tion—This is the same-day Federal
tax payment information transmitted
by a financial institution using the
Federal Reserve's Fedline Taxpayer
Deposit Application. These transac-
tions settle through TT&L at the end
of the day.

Fedwire—Fedwire is the funds
transfer system owned and operated
by the Federal Reserve System.

Fedwire Non-Value Transaction—
Thisisthe same-day Federal tax pay-
ment information transmitted by afi-
nancial institution to an FRB using a
Fedwire non-value (Typecode 1090)
message with a third party specific
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format and an IRS product code.
These transactions settle through
TT&L at theend of the day.

Fedwire Value Transfer—Thisis a
Federal tax payment made by afinan-
cia ingtitution using a Fedwire value
message (Typecode 1000) and a Cus-
tomer Transfer Product Code. These
payments settle immediately in
funds.

Financial Institution—A financial
institution is any bank, savings bank,
savings and loan association, credit
union, or similar institution. A finan-
cial institution may process payments
and deposits through the EFTPS.
However, financia ingtitutions par-
ticipating in the paper-based FTD
system and/or TT&L IP are referred
to as depositaries in this document.

Fiscal Agent—Fiscal agent refers to
the Federal Reserve Bank acting as
agent for Treasury.

Input Message Accountability
Data (IMAD)—IMAD is a unique
number assigned to track each
Fedwire transaction sent by a finan-
cial institution.

Interest Rate Factor for Interest As-
sessments under the Electronic Fed-
eral  Tax Payment  Sysem
(EFTPS)—Treasury charges deposi-
taries and financia institutions this
interest rate, expressed asadaily fac-
tor, for delayed processing of EFTPS
transactions. The factor is. Federa
Funds Rate (rounded to four decimal
places) for the week, less 25 basis
points (one-fourth of 1 percent), di-
vided by 360 and rounded to the fifth
decimal place.

Interest Rate Factor for Late
Advices of Credit (AOCs)—Trea
sury charges depositariesthisinterest
rate, expressed as a daily factor, for
late AOCs. The factor is. Federal
Funds Rate (rounded to four decimal
places) for the week, less 25 basis
points (one-fourth of 1 percent), di-
vided by 360 and rounded to the fifth
decimal place.

Interest Rate Factor for Selective
Charges for Federal Tax Deposit
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(FTD) Coupons—Treasury charges
depositaries this interest rate, ex-
pressed asadaily factor, for late pro-
cessing of tax deposits. The factor is:
the average of the weekly Federal
Funds Rate (rounded to four decimal
places) for the TT&L cycle, plus 2
percent, divided by 360 and rounded
to the fifth decimal place.

Interest Rate Factor for Stale-
Dated Federal Tax Deposit (FTD)
Coupons—Treasury charges deposi-
tariesthisinterest rate, expressed asa
daily factor, for stale-dated Federa
tax deposits. The factor is: the aver-
age of theweekly Federal Funds Rate
(rounded to four decimal places) for
the TT&L cycle, plus 2 percent, di-
vided by 360 and rounded to the fifth
decimal place.

Interest Rate Factor for the Trea-
sury Tax and Loan Investment
Program (TT&L IP)—Treasury
charges depositaries and financial in-
gtitutions this interest rate, expressed
as aweekly factor, for interest earned
on the TT&L IP. The factor is; Fed-
eral Funds Rate for the week
(rounded to four decimal places), less
25 basis points (one-fourth of 1 per-
cent), divided by 360, multiplied by 7
and rounded to the fifth decima
place. Thefifth number to theright of
the decimal point is rounded to the
next higher number if the sixth num-
ber to theright of the decimal point is
6, 7, 8 or 9. The fifth number to the
right of the decimal point remainsthe
same if the sixth number to the right
of the decimal pointisO, 1, 2, 3, 4 or
5.

Interest Rate Factor for Undated
Federal Tax Deposit (FTD) Cou-
pons—Treasury charges depositaries
thisinterest rate, expressed asa daily
factor, for undated Federal tax depos-
its. The factor is: the average of the
weekly Federal Funds Rate (rounded
to four decimal places) for the TT& L
cycle, plus 2 percent, divided by 360
and rounded to thefifth decimal place.

Managing Reserve Bank (MRB)—
The MRB is the Federa Reserve
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Bank that manages a depositary’s
TT&L account and/or note balance
and carriesthe TT& L account and/or
note balance on itsbooks. It isthe de-
positary’s Administrative Reserve
Bank, except with respect to inter-
district temporary secondary ac-
counts.

Managing Reserve Bank Head Of-
fice Local Zone Time (MRB Head
Office LZT)—Thisisthe local time
a the FRB Head Office through
which an electronic tax application
transaction settles or an AOC is pro-
cessed.

Maximum Balance—Maximum bal-
anceisthe highest amount adepositary
has stated it will accept in its note bal-
ance and be able to fully collateralize.

Note Balance—Note balance is the
dollar value of funds adepositary has
accepted to retain in an open-ended,
interest-bearing note generated from
funds. Thefundsaretransferred from
the depositary’s TT&L account, re-
ceived through EFTPS transac-
tion(s), or deposited by Treasury
through the Direct Investment (DI) or
Specia Direct Investment (SDI) Pro-
grams.

Note Option—Note Option is that
option selected by a depositary under
which Treasury investsin obligations
of the depositary. An open-ended, in-
terest-bearing note balance main-
tained at the FRB evidences the
amount of such investments.

Notification of Change (NOC)—
AnNOC isanon-dollar entry sent by
the TFA to thefinancial institution, or
by the financial ingtitution to the
TFA, to give notice that previously
valid banking information (account
number, account type, etc.) has
changed. The TFA or financial insti-
tution also usesan NOC to correct er-
roneous information contained in a
prenctification or zero-dollar entry.

Off-Premises Collateral (OPC) Ar-
rangement—An OPC is a collatera
custody arrangement, established un-
der the TT&L IP. This arrangement
permits a depositary to hold in its
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possession, for the FRB, collatera
pledged to securefundsinvested with
the depositary as specia direct in-
vestments.

Originating Depositary Financial
Institution (ODFI)—An ODFI is a
financial institution that originatesan
ACH entry. For an ACH credit entry,
the taxpayer’s financial institution is
the ODFI. For an ACH debit entry,
the Treasury Financial Agent is the
ODFI.

Prenctification—A prenoctification
isanon-dollar entry sent through the
ACH network at |east 6 businessdays
prior to live-dollar entries. It alerts
thereceiving financial institution that
alive-dollar transaction will beforth-
coming (and that the receiver’s ac-
count information should be
verified). TFAs originate prenoti-
fications when a taxpayer enrolls for
ACH debit in EFTPS. (See aso
Zero-Dollar Entry for ACH credit
prenotification.)

Procedural I nstructions—Thesein-
clude the procedures contained in IV
TFM, other Treasury instructions is-
sued through the TFAs and Federal
Reserve System operating circulars
issued consistent with this volume.

Receiving Depositary Financial In-
stitution (RDFI)—A financial insti-
tution that receives an ACH entry is
an RDFI. For an ACH credit entry,
the FRB, asfiscal agent, isthe RDFI.
For an ACH debit entry, the tax-
payer's financial ingtitution is the
RDFI.

Reclamation Debt Offset—A recla-
mation debt offset withholds com-
pensation for processing certain FTD
coupons from a depositary that has
cashed U.S. Government checks
bearing forged or unauthorized en-
dorsements. This offset process con-
tinuesuntil the reclamation debt, plus
interest, is paid in full.

Recognized Insurance Coverage—
Recognized insurance coverageisthe
insurance provided by the Federa
Deposit Insurance Corporation, Na-
tional Credit Union Administration
or insurance organizations specifi-
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cally qualified by the Secretary of the
Treasury.

Remittance Option—Remittance Op-
tion is an option selected by a depos-
tary that processes FTD coupons.
Under this option, the amount of de-
posits credited by the depositary to its
TT&L account is withdrawn by the
FRB for depost to the TGA on the
business day that the FRB receivesthe
AOC supporting such deposits.

Same-Day Payment—Same-day
payment refers to the following
FR-ETA payment options. Fedline
Taxpayer Deposit Application transac-
tion, Fedwire non-value transaction
and Fedwire vaue transfer.

Secretary—Secretary refers to the
Secretary of the Treasury or the Sec-
retary’ s authorized delegate.

Selective Charge—A selective charge
isamonetary charge againgt a deposi-
tary for faling to date-stamp an FTD
coupon (Form 8109) with the same
date on which the taxpayer presented
the FTD coupon to the depositary. (See
IV TFM 1-2135.70.)

Settlement Date—Thisis the sched-
uled date on which the FRB will debit
a financia institution or depositary,
or its correspondent.

Special Direct Investment (SDI)—
An SDI is an investment of Treasury
fundsin obligations of the depositary
and a corresponding increase in ade-
positary’s note balance. The invest-
ment specifically is identified as a
“special direct investment” and must
befully secured by collateral retained
in the possession of the depositary.

Stale-Dated Coupon—A stale- dated
coupon is an FTD coupon (Form
8109) not included in the AOC (Form
2284) of the same date as the FTD
coupon. Instead, it is included in an
AOC of a later date. A stale-dated
coupon resultsin astale-dated coupon
charge. (SeelV TFM 1-2135.30.)

Tax Due Date—Tax due date is the
day that a Federal tax payment is due
to Treasury, as determined by statute
and applicable regulation.
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Taxpayer Identification Number
(TIN)—A TIN isanine-digit identi-
fier required of all individuals and
businesses that file tax returnsin the
United States. Section 6109 of theIn-
ternal Revenue Code of 1986, as
amended (26 U.S.C. 6109) describes
aTIN.

Transaction Trace Number—The
taxpayer's financial ingtitution as-
signs a transaction trace number to
track each ACH credit entry.

Treasury Financial Agent (TFA)—
A TFA isafinancia ingtitution desig-
nated as an agent of Treasury for pro-
cessing EFTPS enrollments, receiving
EFTPS tax payment information and
originating ACH debit entries for tax-

payers.

Treasury General Account (TGA)—
The TGA isan account maintained in
the name of the U.S. Treasury at an
FRB.

Treasury Tax and Loan (TT&L)
Account—A TT&L account is the
Treasury account maintained by ade-
positary in which funds are credited
by the depositary after receiving and
collateralizing FTD coupons.

Treasury Tax and Loan Depositary
(TT&L Depositary)—The FRB
designates a financia institution as a
TT&L depositary to maintain a
TT&L account and/or note balance.
A depositary may process Federal tax
paymentsthrough the EFTPSin addi-
tion to maintaining a TT&L account
and/or note balance.

Treasury Tax and L oan Investment
Program (TT&L IP)—The TT&L
IP is the program through which
Treasury loans its excess operating
funds to designated depositaries.
Treasury placesfundsina TT&L de-
positary’s note balance, and the de-
positary pays Treasury interest for the
use of thefunds. All investmentsin a
depositary’s note balance must be
100 percent collateralized.

Treasury Tax and Loan (TT&L)
Program—The TT&L Program in-
cludes the Federal Tax Deposit
(FTD) System, the Electronic Federal
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Tax Payment System (EFTPS) and
the Treasury Tax and Loan Invest-
ment Program (TT&L IP). Through
the TT&L Program, Treasury col-
lects taxes and other funds and in-
vests its short-term operating cash.

Treasury Tax and Loan (TT&L)
Reporting Cycle—The TT&L re-
porting cycle begins on the first
Thursday of each month and ends on
the Wednesday preceding the first
Thursday of the following month.

Treasury Tax and Loan (TT&L)
Weekly Interest Rate Factor— The
Federal Reserve provides this rate.
Thefactor is: theweighted average of
rates on trades through New York
brokers, minus 25 basis points, di-
vided by 360, multiplied by 7 and
rounded to the fifth decima place.
The annual rate is for the 7 calendar
days ending on Wednesday.

Undated Coupon—An undated cou-
pon is an FTD coupon (Form 8109)
that was not properly date-stamped.
An undated coupon results in an un-
dated charge. (See IV TFM
1-2135.50.)

Zero-Dollar Entry—A zero-dollar
entry is an ACH entry (zero-dollar
amount) with payment related remit-
tance data. A taxpayer’s financial in-
stitution must initiate a zero-dollar
entry (cash concentration or dis-
bursement with the tax payment ad-
denda record (CCD+TXP) upon
request of the taxpayer before initiat-
ing the first live dollar ACH credit
entry to the TGA.

Section 2025—Tax Collection
Systems Overview

Financial institutions may pro-
cess Federal tax payments by paper
coupons or electronic entries.

2025.10—Federal Tax Deposit
(FTD) System

The paper-based FTD system re-
quiresthat ataxpayer presentan FTD
coupon and payment to a depositary.

T/IL5



VOL IV

The depositary completes an AOC
summarizing the FTD coupons ac-
cepted that business day. It forwards
the coupons and acopy of the AOC to
the IRS and the original of the AOC
to the Managing Reserve Bank, usu-
aly electronically via either Fedline
or voice response. The following
businessday, the FRB will chargethe
depositary’s reserve account for the
amount reported on the AOC. If the
depositary isaRemittance Option de-
positary, the FRB will credit the
TGA. If the depositary is a Note Op-
tion depositary, the FRB will credit
the depositary’ s note balance.

2025.20—Electronic Federal
Tax Payment System (EFTPS)

The EFTPSrequiresataxpayer to
enroll with the TFA and select a tax
payment method. A taxpayer can
make tax payments in EFTPS using
an ACH debit or credit or a FR-ETA
transaction. The taxpayer initiates an
ACH dehit through the assigned TFA
or an ACH credit or a same-day pay-
ment option through afinancial insti-
tution of its choice. The TFA or
financial institution must initiate
ACH entries at least 1 business day
before the intended settlement date.
Financial institutions initiate
same-day payment options and settle
them that day.

In outline form, the EFTPS
includes:

e ACH (future day payment
mechanism):

-ACH debit entry.
-ACH credit entry.

e« FR-ETA (same-day payment
mechanism):

-Fedwire value transfer (Type-
code 1000).

-Fedwire non-value transaction
(Typecode 1090).

-Fedline Taxpayer Deposit App-
lication.
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Section 2030—Difference
Between Financial Institutions
and Depositaries

2030.10—Financial Institution

A financial institution partici-
pates in the EFTPS by receiving an
ACH debit entry or originating an
ACH credit entry in payment of a
Federal tax ligbility. It posts the entry
toits customer’ s account. A financial
institution also may originate a
Fedwire value transfer, Fedwire
non-valuetransaction or Fedline Tax-
payer Deposit transaction for pay-
ment of a customer’s Federal tax
lighility.

2030.20—Depositary

A depositary isafinancial institu-
tion designated as adepositary by the
FRB, acting as Treasury’s fiscal
agent. A depositary participatesinthe
TT&L Program by any combination
of the following:

Federal Tax Deposit System

The paper-based FTD system re-
quiresthat ataxpayer present an FTD
coupon and payment to a depositary.
The following business day, the de-
positary must submit the AOC to the
FRB. The FRB credits the deposi-
tary’ snote balanceif the depositary is
a Note Option. For Remittance Op-
tion depositaries, the FRB charges
the depositary’s reserve account for
the amount of the payment and cred-
itsthe TGA.

Note Option Depositary

A Note Option depositary isade-
positary that elects and is designated
by the FRB to participate in the
TT&L IP. This designation also per-
mits a depositary to receive a portion
of Treasury’s excess operating cash
for investment purposes, if the depos-
itary so elects. Designation as a Note
Option depositary is not dependent
upon participation in either the FTD
system or EFTPS. (See IV TFM

1-2000

1-2325.60 for Sources of Invest-
ments.)

Electronic Federal Tax

Payment System

A financia institution designated
as a depositary is eligible to process
payments through EFTPS.

Section 2035—Classification
of Depositaries

A depositary processing FTD
coupons may chooseto be designated
aseither aNote Option or Remittance
Option depositary. A depositary also
may elect to participateinthe TT& L
IP as a Note Option depositary with-
out processing EFTPS payments or
FTD coupons. The options follow.

2035.10—Note Option

Some depositaries el ect to partici-
pateinthe TT&L IPasaNote Option
depositary. This designation alows
the depositary to receive a portion of
Treasury’s excess operating cash,
which the depositary may use for
cash investment purposes. (See IV
TFM 1-2325.60 for Sources of
Investments.)

Treasury invests its excess oper-
ating cash in open-ended, inter-
est-bearing notes maintained by the
depositary.

The FRB places a Note Option
depositary in ClassA, B or C. It clas-
sifies a Note Option depositary de-
pending on the depositary’s:

e Total FRB TT&L Application
Deposits during the preceding
calendar year.

 Deposit liability (both demand
and time) as of September 30
of the previous year.

 Investment amount a deposi-
tary iswilling to accept (maxi-
mum balance).

Currently, the FRB uses the fol-
lowing classification criteria for
placement of a newly designated
depositary:
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(1) Class A—Class A includes
depositaries that had $10 million
or lessintotal annual FRB TT&L
Application Deposits the preced-
ing calendar year.

(2) Class B—Class B includes
depositaries that had more than
$10 million, but $100 million or
less in total annual FRB TT&L
Application Deposits the preced-
ing calendar year. Also included
are depositaries with more than
$100 million in total annual FRB
TT&L Application Deposits, but
whose total deposit liability (both
demand and time) was $100 mil-
lion or less on September 30 of
the preceding calendar yesr.

(3) Class C—Class C includes
depositaries that meet any one or
more of the following criteria:

» Depositaries with more than
$100 million in tota annual
FRB TT&L Application De-
posits the preceding calendar
year and whosetotal depositlia
bility (both demand and time)
exceeded $100 million on Sep-
tember 30 of the preceding year.

 Any depositary with $5 billion
or more in deposit liability
(both demand and time) on
September 30 of the preceding
calendar year.

e Any depositary with a maxi-
mum balance of $250 million
or more.

2035.20—Remittance Option

Under this option, the FRB, after
receiving the AOC, immediately
withdraws funds equivalent to the
FTD coupons credited by a deposi-
tary toits TT&L account.

The FRB places Remittance Op-
tion depositaries in Class 1 or 2. It
classifies depositaries depending on
their total annual FRB TT&L Appli-
cation Deposits made during the pre-
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ceding calendar year. The FRB
usually placesanewly designated de-
positary in Class 2.

Currently, the FRB uses the fol-
lowing classification criteria for
placement of Remittance Option
depositaries:

(1) Class 1—Class 1 includes
depositaries that had more than
$10 million in total annual FRB
TT&L Application Deposits the
preceding calendar year.

(2) Class 2—Class 2 includes
depositaries that had $10 million
or lessintotal annual FRB TT&L
Application Deposits the preced-
ing calendar yesr.

2035.30—Annual
Reclassification

Annually, Treasury requests that
the FRB report individual deposi-
tary’sannua TT&L Application De-
posit flows. Treasury uses this
information to determineif the previ-
ous year's classification will meet its
next-years cash flow needs. The FRB
reclassifies the depositaries using
Treasury’s criteria, or breakpoints
(see paragraphs 2035.10 and
2035.20). Treasury may change the
classification criteria at any time.

Section 2040—Statements
to Depositaries and Financial
Institutions

The FRB issues statements to
depositaries and financial institu-
tions for all activities under this
chapter. If capable, depositaries or
financial institutions can receive
statements electronically.

2040.10—Statements
to Depositaries

After thecloseof aTT&L report-
ing cycle, the FRB timely issues
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statements to appropriate deposi-
taries. These statements include in-
terest earned by Treasury on note bal-
ances (Note Option only) and charges
for late delivery or improper process-
ing of AOCs (Remittance Option
only). For Note Option depositaries,
the statement also includes the aver-
age daily balance of the note balance
and the interest factor for each week
of the reporting cycle. For Remit-
tance Option depositaries, the state-
ment includesthe number of calendar
dayseach AOC waslate, thedaily in-
terest factor and the late fee.

If appropriate, the FRB issues a
supplementary statement to
depositaries on or about the 10th
business day of the month that in-
cludes charges for stale and undated
FTD coupons. (SeelV TFM 1-2135.)
The statement shows:

e« The AOC and FTD coupon

dates.

e The number of calendar days
variance for stale-dated FTD
coupons and the number of un-
dated FTD coupons.

e The daily interest rate factor
for stale-dated and undated
FTD coupons.

For the prior reporting cycle, the
statement for both Note and Remit-
tance Option depositaries includes:

e Transaction description (ACH
credit or debit, Fedwire non-
value transaction, and Fedline
Taxpayer Deposit Application).

 File identification and refer-
ence numbers.

» FRB processandreceivedates.

« Balance/transaction amount.

All AOC activity affecting the de-
positary’s TT&L account.

2040.20—Statements
to Financial Institutions

After thecloseof aTT&L report-
ing cycle, the FRB timely issues
statements to appropriate financial
ingtitutions that include charges for
late or improper processing of elec-
tronic tax payments.

T/IL5
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Direct inquiries concerning this chapter to:

T/IL5

Contacts

Director

Financial Services Division
Financial Management Service
Department of the Treasury
401 14" St., SW., Room 313
Washington, DC 20227
Telephone: 202-874-6580
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